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IN DEFENSE OF 
ECONOMIC 'BIGNESS" 
FROM THE DEEP WOODS 


OPINION EDITORIAL BY JIM 
WOODS 

In his latest piece, “Be 
Afraid of Economic 
‘Bigness.’ Be Very Afraid,” 
Tim Wu, a law professor at 
Columbia University, makes 
the argument that... 


AUTHORS EDWARD 
HUDGINS AND JIM 
WOODS CELEBRATE 75 
YEARS OF SIGNIFICANCE 
FOR THE 
FOUNTAINHEAD 


SPECIAL FEATURE BY HEATHER 
WAGENHALS 

Celebrate the literary and 
philosophical significance of 
the 75th anniversary of the 
publication of The 
Fountainhead by Ayn Rand 
on May 7 by joining... 


INVESTMENT AUTHOR 
JIM WOODS DISCUSSES 
WEALTH AND 
ACHIEVEMENT FROM 
THE ATLASPHERE 
EPISODE 01 


SPECIAL FEATURE BY HEATHER 
WAGENHALS 

Jim Woods, a 20-plus-year 
veteran of the investment 
markets guest appears with 
show host Heather 
Wagenhals for the inaugural 
episode of The 
Atlasphere... 
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2010 9 comments from readers » SEARCH DIRECTORY 
Many politicians and 'progressives' often try to hide their true (By Name |) 


intentions or lack of knowledge by playing semantics games with 
the laws of economics. Let's see some examples. 


for 


BOOKS AND DVDS» see ai 


One of President Obama's campaign Firefly 
promises was not to raise taxes on middle- 
class Americans. So here's my question: If 
there's a corporate tax increase either in the 
form of "cap and trade" or income tax, does 
it turn out to be a middle-class tax increase? 


Most people would say no but let's look at it. 


STARRING NATHAN FILLION 





Joss Whedon's ill-fated 


There's a whole subject area in economics known as tax masterpiece, (Ges Moniga Whice 
i P review at the Atlasphere.) 
incidence — namely, who bears the burden of a tax? The Renegade-apace’captain Nalco 
: , i ; Reynolds leads his rag-tag crew 
first thing that should be recognized is that the burden of a across the galaxy, just beyond the 
. i perap reach of collectivist powers-that- 
tax is not necessarily borne by the party upon whom it is be... »More 
levied. That is, for example, if a sales tax is levied on Rich Dad, Poor Dad 
gasoline retailers, they don't bear the full burden of the tax. eRe RAON 


Part of it is shifted to customers in the form of higher 


gasoline prices. 


Suppose your local politician tells you, as a homeowner, 
"I'm not going to raise taxes on you! I'm going to raise 


taxes on your land." You'd probably tell him that he's an 





idiot because land does not pay taxes; only people pay Theacoaimed guideto peronai 
: finance and the creation of wealth. 
taxes. That means a tax on your land is a tax on you. You Learn what the rich teach their kids 
“was ; P i about money, that the poor and 
say, "Williams, that's pretty elementary, isn't it?" Not quite. middle class do not... »More 
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What about the politician who tells us that he's not going 
to raise taxes on the middle class; instead, he's going to 
raise corporate income taxes as means to get rich 


corporations to pay their rightful share of government? 


If a tax is levied on a corporation, and if it is to survive, it 
will have one of three responses, or some combination 
thereof. One response is to raise the price of its product, so 
who bears the burden? Another response is to lower 
dividends; again, who bears the burden? Yet another 
response is to lay off workers. In each case, it is people, not 
some legal fiction called a corporation, who bear the 
burden of the tax. 


Because corporations have these responses to the 
imposition of a tax, they are merely government tax 
collectors. They collect money from people and send it to 
Washington. Therefore, you should tell that politician, who 
promises to tax corporations instead of you, that he's an 
idiot because corporations, like land, do not pay taxes. 


Only people pay taxes. 


Here's another tax question, even though it doesn't sound 
like it. Which workers receive higher pay: those on a road 
construction project moving dirt with shovels and 
wheelbarrows or those moving dirt atop a giant 


earthmover? 


If you said the worker atop the earthmover, go to the head 
of the class. But why? It's not because he's unionized or 
that construction contractors have a fondness for 
earthmover operators. It's because the worker atop the 
earthmover is working with more capital, thereby making 
him more productive. Higher productivity means higher 


wages. 


It's not rocket science to conclude that whatever lowers the 
cost of capital formation, such as lowering the cost of 
investing in earthmovers, enables contractors to purchase 
more of them. Workers will have more capital to work 


with and as a result enjoy higher wages. 


Policies that raise the cost of capital formation such as 
capital gains taxes, low depreciation allowances and 
corporate taxes, thereby reduce capital formation, and 
serve neither the interests of workers, investors nor 
consumers. It does serve the interests of politicians who 


get more resources to be able to buy votes. 


You might wonder how congressmen can get away with 
taxes and other measures that reduce our prosperity 
potential. Part of the answer is ignorance and the anti- 
business climate promoted in academia and the news 
media. The more important reason is that prosperity 


foregone is invisible. 


In other words, we can never tell how much richer we 
would have been without today's level of congressional 
interference in our lives and therefore don't fight it as 


much as we should. 


——==x=_—_— 


Walter E. Williams is a professor of economics at George 
Mason University in Fairfax, Virginia. He has authored more 
than 150 publications, including many in scholarly journals, 
and has frequently given expert testimony before Congressional 
committees on public policy issues ranging from labor policy to 
taxation and spending. 
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9 COMMENTS FROM READERS 


To post comments, please log in first. The 
Atlasphere is a social networking site for admirers of 
Ayn Rand's novels, most notably The Fountainhead 
and Atlas Shrugged. In addition to our online magazine, 
we offer a member directory and a dating service. If you 
share our enjoyment of Ayn Rand's novels, please sign 
up or log in to post comments. 


KEVIN O 2010-10-05 21:09:03 UTC 0 points 


m Simply raising corporate taxes across the board 
AA does not make sense, and is not something that 
most 'progressives' advocate for. 


Alternatively, 'progressives' (such as myself) advocate 
raising taxes on goods in markets do not account for the 
external costs that they incur on society (such as CO2, oil 
etc.). As | am sure you know, in reality, many of these 
activities are currently subsidized (such as oil production) 
further distorting the market price and contributing to the 
market barriers of other alternative energy producing 
technologies. 


Will those taxes be passed onto the consumer? Absolutely, 
that is the point; to direct the market and direct consumer 
behavior away from unsustainable industries that threaten 
national security, warm the planet and threaten our future 
ability to support 6 billion people on the planet. 


The funds generated from those taxes then need to be 
directed to further develop public transportation and 
provide alternatives for the consumers that are most 
disproportionately burdened by the tax increase. Simply 
increasing taxes and leaving the middle class consumer to 
bear the burden has never been considered a ‘progressive’ 
viewpoint. 


PATRICK D 2010-10-05 23:03:18 UTC ol 


You make some fine points. However, the solid 
e evidence shows that the Bush tax cuts and lowering 

taxes in general, do nothing to stimulate the 
economy or reduce costs to the consumer. That is the 
fallacy in your argument. There is no evidence that tax 
increases during the Clinton administration had any impact 
on the overall cost of goods. Competition (a free market 
idea) drives prices lower. 


You are clearly against government interference in 
business. Have you considered that business, left alone, 
produces things like slavery? Slavery was good for 
business. The Civil War certainly hurt business, but was 
well worth the costs for humanity sakes. Yes, | take your 
conclusions to its inevitable extreme in an attempt to 
showcase your logic. It does illustrate the point though. 


JACK G 2010-10-06 09:58:43 UTC 0 points 


} |... The more important reason is that prosperity 
ÀA. foregone is invisible. 





"In other words, we can never tell how much richer we 
would have been without today's level of congressional 
interference in our lives and therefore don't fight it as much 
as we should." 


Thanks Mr. Williams. This should be broadcast out into 
every corner of the cosmos. Man's capability for good, 
versus his own propensity to throw chains on himself, has 
denied us unimaginable treasures, physically and in spirit. 
No science fiction writer could ever envision the universe 
we'd live in without this insidious propensity to envy, 
unearned riches, and power over others. 


The good news is, if we keep working at, as you do, there's 
still a chance for future generations to realize their 
incredible potential. If anything is worth the effort, here it is! 


JEFF O 2010-10-06 10:32:22 UTC 0 points 


My mom used to call that taking the money from a 
different pocket of the same pair of pants. 


JUSTEN R 2010-10-06 12:03:17 UTC 0 points 
EJ Well put, way to present the concepts at a lay level. 


CHRIS B 2010-10-06 15:54:43 UTC 0 points 


Thanks Mr. Williams for a several clear, concise and 
common sense reasons to rebut Marxist gibberish. 
Von Mises would be proud! 


ALAN P 2010-10-06 16:11:05 UTC 0 points 


Is it political ignorance or chicanery to gain votes? 
‘am Does it really matter? We can only surmise as to 


where we would be economically with interference 
from chest-thumping politicians. 
Atlasphere needs a cable network! 


MIKE R 2010-10-06 20:49:05 UTC 0 points 


You are correct, but the economic ignorance does 
e not stand alone. 

Leftists almost never argue in pure economics 
anymore because the public is increasingly aware that 
leftists are both clueless and hostile towards economic 
SUCCESS. 


Instead, they will rely on moral ignorance and lies... For 
example, the idea that taxes are fair to offset alleged 
"societal" (AKA imaginary) costs that, if real at all, were 
really caused by the government in the first place. At best 
case, they'd use tax law to cover up a "problem" rather 
than address that "problem" honestly. 


Leftists also rely on historical ignorance. They assume that 
because leftist schools teach only leftist propaganda that 
we don't know or remember the truth about historical 
policies or what really happened with, say, the Clinton and 
Reagan eras. 


| challenge you to show a leftist "economic" argument 
where they don't try to muddy the waters with historical 
and moral fallacies too. 


DON D 2010-10-07 14:11:48 UTC 0 points 


Yes, | agree that "congressional interference in our 
e lives" is a barrier to wealth creation. The 

psychological effect turned me into an underground 
resister after my first paycheck at age 12. | refuse to 
produce wealth that will be taxed. | will not comply and be 
assimilated. | have lived like this for 56 years. When | was 
23 | read Rand and understood the principle | was living 
by. The price | paid in unrealized potential is incalculable. 
Multiply that by all those who did the same unconsciously 
and the loss of productivity can not even be imagined. 
Weigh this against the surrender of self for the promise of 
protection. Which is more life enhancing? 
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